Abstract: This study aims to examine the impact of certain determinants of stock prices on the capital market in development, with a special focus on companies in the Financial and Insurance Activities
Introduction
The capital market in Serbia is at an early stage of development, but it represents an opportunity for individual investors to achieve high capital gains. Emerging markets are considered to be volatile and risky, but also lucrative capital markets. In developing countries, such as Serbia, stock markets can stimulate economic growth by ensuring that companies increase capital at lower prices. In addition, emerging capital markets depend primarily on financing from bank loans, which increases credit risk. Therefore, there is a huge importance, but also a need for the study and development of capital markets in order to strengthen alternative sources of financing. Factors that affect stock prices are numerous and inexhaustible. The research aims to examine the key internal determinants of the company and their impact on the prices of shares of companies listed on the Belgrade Stock Exchange. Such findings represent a strategic analysis that helps analysts in predicting future value of the company. This implies that investors will be able to make wise investment decisions if they consider these determinants which have emerged as the significant contributors to the market price of shares in Serbia.
It is concluded that each sector should have its own model that explains the variation in stock prices. It is important for investors to carefully consider and understand the sectors, as well as how these sectors react to changes in accounting indicators when investing in the stock market.
Literature review
Plenty of published studies deal with the relationship between financial statements data and the stock market. There are at least four reasons why there is a huge demand for capital markets research in Accounting and for the popularity of these research: (i) fundamental analysis and valuation; (ii) capital market efficiency tests; (iii) role of accounting in making contracts and in the political process; and (iv) disclosure regulation (Kothari, 2001 ).
In their study, Aveh, Awunyo-Vitor and McMillan (2017) applied the panel regression analysis to examine all companies listed on the Ghana Stock Exchange from 2008 to 2014. In general, the author came up with the conclusion that accounting data, specifically earning per share, return on equity, book value and market capitalization of the firms, are applicable in describing stock prices in Ghana. Mirza, Rahat & Reddy (2016) examined the propositions on leverage pricing in returns on stock by analyzing an extensive set of companies listed on the Karachi Stock Exchange (KSE) over a period of 13 years. They pointed out that although size, value and, more importantly, financial leverage are systematic in nature, market risk premium can not be considered as a related factor. Issah and Ngmenipuo (2015) have found a positive linear relationship between ROA, ROE, ROI and the market price of shares of banking financial institutions quoted on the Ghana Stock Exchange (GSE). Furthermore, the positive signs acquired for the independent variable coefficients are in line with the theoretical framework. Sharif, Purohit and Pillai (2015) analyzed the essential factors influencing share prices in the Bahrain financial market. The study involved a panel data set of 41 companies registered on the Bahrain stock market from 2006 to 2010.The results indicated that the variables return on equity, book value per share, dividend per share, dividend yield, price earnings ratio, and firm size are important share prices determinants on the Bahrain market.
Almumani (2014) identify the quantitative factors that influence share prices for the listed banks in Amman Stock Exchange over the period 2005-2011. Appertaining to the empirical results, the variables earning per share, book value per share, price earnings ratio, and size are significant determinants of share prices for all the banks under consideration. Thus, in his study, the author succeeds to prove that the study of financial factors is highly beneficial for the investors in Jordan, as these factors bear strong explanatory power and hence, can be used to make authentic predictors of future stock prices.
Chughta, Azeem and Ali (2014) were interested into the relation between chosen companies' distinctive factors and stock prices. As per the analysis, dividend per share and earning per share are found to have a positive and significant effect on share prices of companies. On the other hand, capital investment and retained earnings are found to have no significant consequence on stock prices. It indicates that stock prices are not affected to changes in these two variables.
Numerous studies in different capital markets and different observation times give various results. Although there are key factors that affect stock prices in most countries, generalization of results is not possible due to differences in business environment, business regulations, political situation and the number and type of investors. It can be concluded that the existing literature advocates the belief that the stock price change is due to certain internal aspects of the company.
Research methodology

Data
In order to examine the hypothesis, the research made use of secondary data. The sample was formed on the basis of companies listed on the Belgrade Stock Exchange. The annual data and a sample of 19 companies from the sector K-Financial and Insurance Activities were used. Selected companies can serve as a representative research sample and therefore the obtained results for the observed sector can be generalized. The research period was from 01. 01.2008. to 31.12.2014 . Internal factors that were the subject of research are company-specific factors -size, financial indebtedness coefficients, profitability indicators, market ratio indicators, book value per share. Data for internal factors were obtained as rational numbers using the items from the balance sheet and the profit and loss account of the observed companies.
In accordance with previous studies examining the relationship between stock prices and internal factors of the company, a table with the variables used in the regression analysis was formed. The following table gives an overview of the company performances that were analyzed as potential determinants of stock prices. In the column titled Impact on the stock price a positive or negative effect of the observed independent variables (predictors) on the dependent variable is assumed. The basis for selected independent indicators were the previously conducted research by numerous authors on this topic both in developed capital markets and in emerging capital markets. Preliminary analyses have shown that the assumptions of normality, homogeneity, linearity and multicollinearity are not distorted.
Cluster analysis
Cluster analysis is a statistical technique for determining relatively homogeneous groups of observed units (companies). Grouping of the companies according to similarities was done according to the fundamental determinants of the prices of stocks, obtained on the basis of regression analysis. This division should have the following characteristics, homogeneity within groups and heterogeneity between groups, or clusters. Since the period of analysis and observation was from 2008 to 2014, for the needs of the cluster analysis, the mean values of the observed variables of the company were used. Large ranges in the values of the observed variables indicate the need for grouping the company according to the similarities in performance, in order to obtain homogeneous subgroups that are characterized by similar performances.
Such segmentation can be significant for investors both in terms of diversification of their own portfolio, but also for the companies themselves in order to recognize their position on the market. The transformation (editing) of data into a standardized form was made, transformation ranging from -1 to +1. Transformation is a normalization that aims to enable the use of input data. The Euclidean distance was used for distance measurements. In the formula, the standard Euclidean distance of two objects X and Y is calculated as the square root of the sum of the square value difference for each variable Xi, Yi respectively. The smaller the Euclidean distance is, the greater the similarity of the observed features -the stock price of the companies is.
Before conducting a cluster analysis, it is necessary to determine the level of correlation between the observed variables.
Results and discussion
Using non-stationary series in a regression model can create the effect of the so-called "spurious regression" and indicate the wrong, biased, conclusion about the significance of the model. It is therefore necessary to check that the observed series meet the requirement of stationarity.The Schwarz criterion was used to determine the optimal number of lags of the auto regression model. In Table 3 , the results of the ADF test and PP test show that all tested variables are stationary at level I (0) with a level of significance of 1%, which is the basis for the use of multiple regression analysis. The mean value of VIF is 1.5931, less than 10, which confirms the absence of any multicollinearity, and the VIF test for individual variables does not exceed the maximum value of 10, and therefore there is no need to eliminate certain variables from the regression analysis (Table 4) . 047), respectively. The results indicate that the market value of one share is affected by the increase in book value, size, trust rate and return on assets. This indicates that the trend of growth of these variables will automatically lead to an increase in the market price of shares and that investors show a tendency for these stocks. Size (measured by market capitalization) is found to be one of the most significant internal determinant of the stock price movements as the previous literature has reported (Duy and Phuoc, 2016; Gan et al. 2013 ).
In order to create a clearer picture of key determinants of stock prices, the following table presents the results of multiple regression analysis results by years, as well as the results of the residual diagnostic tests. As presented in the table above the key determinant of the stock prices, in the sector Financial and insurance activities for all observed years are size (+) and book value per share (+). Apart from the above-mentioned two determinants of stock prices, trust rate, P/E ratio, return on equity and return on assets have a significant positive impact, which indicates that investors prefer companies that are earning more and investing funds in profitable projects. Earnings per share (EPS) indicate a statistically significant positive impact on the stock price in post-crisis period, in 2011. EPS is found to be the significant internal determinant of the stock price movements as the previous literature has reported (Pushpa Bhatt and Sumangala, 2012.) . It is concluded that the model does not have a serial correlation (LM test) which is desirable for the validity of the model. The model has a high value of the coefficient of determination (R2) and at the same time the F statistics is significant. The heteroskedasticity test indicates the stability of variance (based on F statistics and Breusch-Pagan-Godfrey). Durbin-Watson test indicates the absence of a serial autocorrelation residual. The residual diagnostic tests indicate that the multiple regression analysis model is acceptable over the years.
The first step in the cluster analysis is the implementation of the correlation of the explanatory variables, i.e. the separated statistically significant accounting performances. In the analysis of Pearson's correlation (Table 7 ) it was noticeable that the level of correlation between the two variables did not exceed the threshold of 0.90, and therefore all the variables could be included in further analysis. Size (market capitalization), book value per share, return on assets and trust rate were chosen as the key performances for the cluster analysis. The next dendrogram provides a visual insight into cluster formation. On a dendrogram, Fig.1 , objects (companies) are divided on a vertical axis, while the horizontal axis indicates the distance between the connecting objects. The hierarchical cluster analysis points to the similarity of most of the observed companies, while the differences increase with the growth of the company.
Based on descriptive statistics and three clusters (set up in advance), it is noticeable that sixteen companies make up a cluster 1, two companies represent cluster 2 and one company is in a cluster 3. Analyzing the mean and minimum values of the observed variables per clusters, significant differences can be noticed (Table 8 ). An additional statistical test (ANOVA) should answer the question of whether there is a statistically significant difference in performance between the three clusters. The results of the test are presented in the following table. 
Conclusions and recommendations
The research was conducted in order to test the influence of business operations on the prices of the shares of the observed companies in the period from 2008 to 2014. Based on empirical analysis, variables such as size (market capitalization), book value per share, returns on assets and trust rate have a positive impact on the price of stocks in the Financial and Insurance Activities Sector. It is recommended that the directors of the firms listed on the Belgrade Stock Exchange introduce policies which would have a positive impact on their financial performances to significantly influence their stock prices positively.
The findings of this study are similar to the results of some variables utilized by Rjoub, Civcir and Resatoglu (2017) , Mishra & Dhole (2015) , Chughtai, Azeem and Ali (2014) , Sharif, Purohit and Pillai (2015) , Kodithuwakku (2016) , Tudor (2010), ulHaq and Rashid (2014) , Menaje (2012) and Wang, Fu & Luo (2013) .
The results of this study confirm the usefulness of the analysis of performance of specific variables of companies and can be used to help investors in making rational decisions with regard to their stock portfolio.
However, this research has certain limitations. In case of the selected companies from the Financial and Insurance Activities Sector, the research only takes into consideration companies' specific factors and ignores impact of macro-economic factors on stock price. Also, the research was conducted on a set of data obtained from the financial statements. Therefore, the reliability and accuracy of these data will affect the applicability of the research results.
Future research should take into account macro and micro factors as well as companies from other sectors to define factors influencing the stock price.
